EXECUTIVE SUMMARY

The cotton sector is smaller in production than other Kansas crops,
ranking 17th nationwide, but production and ginning in the state
has increased significantly since 1996. There are over 400 active
cotton growers, who together have exceeded 1.1 million bales since
1996. Several infrastructure investments, including four gins and a
warehouse, have extended the potential for the crop in the future.
Cotton offers farmers a highly water-efficient crop which works well
in part of a rotation management system.

Despite the success cotton has seen in recent years, severalbarriers p

still pose challenges for farmers who are interested in pursui »
expansion into the cotton market. Cotton is a
crop to 2,4-D and is subject to possible crop lo
drift. Increasing the availability of dicamba for
tolerant cotton is key to reducingifature crop lo

susceptible |

consideration to be revoked itfon to policies relating to these
herbicides and i : : esignation of cottonseed as

As we face a fi with an ever-depleting water supply, a crop like
cotton could be a profitable alternative. A long-term growth strategy
to overcome the challenges will require input and discussion among
key partners both public and private. Research will play a key role in
this plan, examining issues of fertility, weed control and profitability,
among others. Collaborative efforts from industry leaders and
public organizations will be critical to development of a strategic
growth plan.

e SUMMIT

GROW SMARTER. GROW STRONGER. GROW KANSAS.

2016 Summit version « COTTON




COTTON e« 2016 Summit version
STATUS

Kansas ranks 17th nationwide in production of cotton, producing less than 1 percent of the nation’s cash receipt
value of the crop. Although a relatively small percentage of the national total production and ginning in the state has
significantly increased since 1996. As of 2013 there were 410 active cotton growers and 838 participating landlords
and partners invested in the state.

According to estimates prepared by the Kansas Department of Agriculture and based on the Implan economic
data model, the cotton industry in Kansas has a direct output of over $20.4 million. Through indirect and induced
impacts, the industry creates a total economic contribution of approximately $32.9 million.

Cotton production and ginning in Kansas has exceeded 1.1 million bales since 1996. Significant infrastructure
investments, exceeding $44 million, have been made in Kansas cotton including the establishment of four gins
located in Moscow, Pratt, Anthony and Wellington, a 100,000-bale warehouse in Liberal ore than 80 strippers
and other harvest-related equipment. More than $4.2 million in cash investments een made in the Plains
Cotton Cooperative Association.

OPPORTUNITIES

In order to develop a strategic growth plan for cotton, it is importan ansas has a
comparative advantage and the best opportunities f

Factor Implications lopment Opportunities

Climate
e. It requires approximately 1,800 to 2,100
to open. Once the plant reaches bloom stage, however,

Crop Rotat on growers in southwest Kansas often include cotton as part of a rotation management
stem. Including cotton in a rotation with corn or other crops improves the accumulation
of crop residue, soil moisture, soil fertility and pest management and provides an
opportunity to diversify market opportunities.

Genetics & Pending regulatory approval, a weed control system and cotton seed variety has been
Herbicide developed that will reduce crop loss to 2,4-D drift and will improve yields.
Development

Kansas participates in DriftWatch, a voluntary communication tool that enables crop
producers and pesticide applicators to work together to protect specialty crops. Registering
cotton fields and posting information about 2,4-D application may reduce the incidents of
loss due to drift.

This document is a working draft presented by the Kansas Department of Agriculture at the 2016 Kansas Ag Summit.
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OPPORTUNITIES (cont’d)

Factor Implications for Growth and Development Opportunities

Water Cotton produces more farm-level economic value per inch of water than any other crop
in southwest Kansas. Compared to corn, alfalfa and soybeans, profitable cotton yields can
be reached under irrigation with roughly one-half to one-third of the water of these crops.
As a result, farmers are largely interested in growing cotton on land that has limited well
capacity.

Kansas is recognized nationwide for its proactive practices of conserving water for future
generations.

roactive water conserva-
water while still
ed a Vision for the

Kansas has existing water rights available and is impleme

include:

artnerships with leaders in Texas and other high-acreage cotton states.
een Kansas Cotton and K-State estimating profitability of growing irrigated cotton in
Kansas is ne gompletion.

CHALLENGES

While Kansas is poised for expansion of production and processing of cotton, the following factors represent
challenges serving as barriers to achieving the objective of the cotton growth plan.

Challenge Details of Challenge

2,4-D Loss Cotton is considered one of the most susceptible agricultural crops to 2,4-D. In 2013, an
estimated $6.1 million of cotton crop loss in Kansas could be attributed to the drift of
2,4-D. Damage was observed in every cotton field in Seward, Stevens, Grant, Haskell,
Meade and Gray counties.

While Kansas participates in Driftwatch, there is no regulatory requirement to register
fields or pesticide and herbicide applications. Kansas has no pesticide or herbicide drift
laws.

This document is a working draft presented by the Kansas Department of Agriculture at the 2016 Kansas Ag Summit.
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C HAL L E N G E S (cont’d)

Challenge Details of Challenge

Chlorpyrifos In fall 2015, the Environmental Protection Agency issued a proposal to revoke all toler-
ances for chlorpyrifos. Chlorpyrifos is used on cotton to control aphids and similar pests.
It is one of the few remaining crop protection products that provides a broad spectrum of
control for multiple insect pests. Without control of these pests, farmers can sustain yield
loss and quality loss. Cotton industry groups have requested that the EPA consider all
submitted studies and reverse its final decisions.

Critical
Infrastructure challenge of high capital costs. With limited acres in Ka
harvesting.
Time to market is a premium considerati
transport time adds value to the product. R
through the development
Highway 54 — one of the p
International
Trade

Policy 004 World Trade Organization settlement case regarding the Brazil-United States
ton dispute on the issue of unfair subsidies on cotton found that the U.S. support

for its cotton industry was inconsistent with its obligations under the Subsidies and
Countervailing Measures (SCM) Agreement. The settlement continues to impact cotton’s
status in the Agricultural Act of 2014 (Farm Bill). Cotton is not a covered commodity
under the Farm Bill so it lacks the Price Loss Protection or Agricultural Risk Coverage
afforded to other commodities such as corn, soybeans and wheat. Cotton growers have to
rely on insurance products (Stacked Income Protection [STAX] Program) in the absence
of other Farm Bill support mechanisms. While restoring cotton as a Title I commodity
under the next Farm Bill is a more long-term resolution to this issue, designating cotton
in the “other oilseed” category offers an alternative for improved coverage under existing

commodity programs.

This document is a working draft presented by the Kansas Department of Agriculture at the 2016 Kansas Ag Summit.
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C HAL LE N G E S (cont’d)

Challenge Details of Challenge
Water Even with focused implementation of the Kansas Water Vision, declines in the Ogallala
aquifer will continue to be a challenge for all production agriculture in Kansas.
Workforce Workforce development issues impacting the cotton industry in Kansas relate to affordable
Development and qualified custom harvesting.

NEXT STEPS IN
STRATEGIC DEVELOPMENT

The development of a long-term growth strategy will require input a
strategies have been identified as next steps in developing a stra

partners. The following
industry.

Focus Area

Education

Industry O

0 proactively reach out to key industry leaders and major processors
ing the development of a strategic growth plan.

Oilseed e Farm Bill gives the secretary of agriculture the authority to designate “other oilseeds”

Designation that can be included in commodity programs. The cotton industry has asked that the same
designation be placed on cottonseed.

Research Establish a research working group similar to the effort employed for sorghum to identify

research needs and develop a collaborative strategic plan to address research shortfalls.
Research opportunities include, but are not limited to, fertility and weed control,
improving cotton as a feed product, and profitability. Siting a K-State Research and
Extension specialist focused on cotton in southwest Kansas could better connect research
to in-field management strategies.

Complete an economic evaluation estimating the profitability of growing irrigated corn in
Kansas, including expanded producer surveys, yield response curves, and additional cost
data.

This document is a working draft presented by the Kansas Department of Agriculture at the 2016 Kansas Ag Summit.
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NEXT STEPS IN
STRATEGIC DEVELOPMENT (onca)

Focus Area Solution

Water Continue to implement the action items identified in the Kansas Water Vision related to
cotton and herbicides.

OPPORTUNITIES TO EXPAND PRESENCE

Initial list of potential opportunities:
 Encourage expansion of land-grant university knowledge and research regarding cot
 Ensure 2,4-D alternatives are available to reduce impacts on cotton acres.
« Identify opportunities to increase availability of harvesting equipment.
 Coordinate with Cotton Council International to create synergies wi

opportunity to increase cotton markets.

OBJECTIVE

Based on feedback and information gathered from s
in August 2016, specific growth objectives for the Ka

de missions as an

tners at the Agricultural Growth Summit
be developed.

This document is a working draft presented by the Kansas Department of Agriculture at the 2016 Kansas Ag Summit.
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KANSAS STRATEGIC AGRICULTURAL GROWTH
COTTON — NOTES

MEETING SUMMARY

From April to July 2016, Kansas Department of Agriculture executive and agricultural marketing team
members met with cotton farmers and industry representatives. Cotton farmers identified for the
discussion represented both small and large operations and ranged in geography throughout the state.
Many expressed that the state’s natural resources and environment make Kansas a good place to grow
the cotton industry. Drift was expressed as the primary inhibitor to growth within the state.

Pesticides/Herbicides
e Drift damage is a primary concern — discussion on the impact of 2,4-D and dicamba drift
e Use of pesticides and herbicides on cotton is lower in Kansas than in other cotton-producing
states. This is an environmental advantage to growing cotton within the state

Research
e Need for continued research on fertility and weed control
e Need research in improving cotton as a feed product while still maintaining pest protection to
increase value of the crop
e Make cotton a priority research item at K-State

Rules & Regulations

e Need to ensure that EPA does not hinder full release of dicamba-tolerant cotton and Banvel
herbicide label (synergy issue)

e Reporting process of cotton acres through Driftwatch can be difficult and needs to be
streamlined — coordinating with coops to share maps and registration information could be
beneficial

e One local entity reporting for an area (rather than relying on the individual growers to
complete and submit the registration information) could better streamline the process

e Cotton should be a covered commodity under the Farm Bill (Title 1)

o Lack of Price Loss Coverage and Agricultural Risk Coverage is a challenge — now
relying on insurance products (Stacked Income Protection [STAX] Program)
o Designation placed on cottonseed oil would be beneficial to the industry

e Need to identify other policy alternatives to address drift (i.e. designate non-use counties
[May 1- Sept 1], create indemnity/remediation fund capitalized on assessments on 2,4-D
products bought in Kansas, restrict chemical use to only licensed applicators)




Trade
e Coordinating with Cotton Council International to create synergies with existing Kansas trade
missions is an important opportunity to share cotton

Transportation and Infrastructure
e Need to create rail spurs to improve rail transportation of cotton within the state
e Increasing width of Highway 54 (one of the primary routes between acres, gins and the
warehouses) would be beneficial

Water and Natural Resources
e (Cotton is identified as an alternative crop under the Vision for the Future of Water Supply in
Kansas

Workforce and Quality of Life
e Challenges in growth due to reluctance of producers going back to cotton after experiencing
crop loss due to drift issues

Other
e Seeking KDA's assistance in encouraging participation and promoting the PCCA cotton education
and promotional event this summer
e Biofuels initiative has become a great challenge to industry growth (more acres planted to corn)

Potential Action Items
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